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April 6, 1995

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

RE: Ex Parte Contact - PR Docket No. 94-103
through PR Docket No. 94-110 ­
Preemption of State Regulation ofCMRS

Dear Mr. Caton:

Bu'Id'", l1Ie
WI....... Future,.

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, NW.
Suite 200
Washington, D.C. 20036
202-785-Q081 Telephone
202·785-0721 Fax

On Thursday, April 6, 1995, Mr. Robert F. Roche, Director For Research, the
Cellular Telecommunications Industry Association (CTIA), sent the accompanying letters
and the referenced attachments to the following Commission personnel:

Chairman Reed E. Hundt
Commissioner Andrew C. Barrett
Ms. Regina Keeney
Mr. Rudy Baca
Mr. Blair Levin
Ms. Lisa Smith
Ms. Ruth Milkman
Mr. Michael Wack
Mr. John Cimko
Mr. Stanley Wiggins
Mr. Christopher Wright

Commissioner James H. Quello
Commissioner Susan Ness
Mr. Laurence Atlas
Mr. Donald Gips
Mr. Michael Katz
Mr. William Kennard
Dr. Robert Pepper
Mr. David Siddall
Mr. Daniel Pythyon
Mr. Keith Townsend

Pursuant to Section 1.1206 of the Commission's Rules, an original and one copy of
this letter and the attachments are being filed with your office.

If there are any questions in this regard, please contact the undersigned.

Sincerely,

~~~
~obert F. Roche

Attachments No. of Copies r8C'd~O_..;...a-_l_
UstABCOE



Apri16, 1995

Chainnan Reed E. Hundt
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Mr. Chairman:

BUilding The
Wireless Future_"

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, NW.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote of confidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,
/J J

/4-/-:-- /-u---
Robert F. Roche
Director for Research

Attachments



April 6. 1995

Commissioner James H. Quello
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Commissioner Quello:

Building The
Wireless Future,"

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N'w.
Suite 200
Washington, D.C. 20036
202·785·0081 Telephone
202·785·0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote of confidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote of confidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,
)

/ ;/ /
(~.:../!~ /- A~ -- ~._
Robert F. Roche
Director for Research

Attachments
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April 6, 1995

Commissioner Susan Ness
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation of CMRS

Dear Commissioner Ness:

Bulldlnf 7be
WfteIess Future",

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.w.
Suite 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote of confidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

//-;~/'~
Robert F. Roche
Director for Research

Attachments



April 6, 1995

Commissioner Andrew C. Barrett
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation ofCMRS

Dear Commissioner Barrett:

Building The
WINless Future,.

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.W.
Su~e 200
Washington, D.C. 20036
202-785-0081 Telephone
202-785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

///~/'U-
Robert F. Roche
Director for Research

Attachments



April 6, 1995

Commissioner Rachelle B. Chong
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 - 94-104, and
PR Docket Nos. 94-106 - 94-110
Preemption of State Regulation of CMRS

Dear Commissioner Chong:

Bulldl'" Jbe
WINless Future",

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.w.
Suite 200
Washington, D.C. 20036
202·785-0081 Telephone
202·785-0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in
wireless telecommunications in general, and should be kept in mind in your deliberations on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

/2~,('u-
/ (~&-rt F. Roche

Director for Research

Attachments



April 6, 1995

Ms. Regina Keeney
Chief, Wireless Telecommunications Bureau
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

RE: PR Docket Nos. 94-103 through 94-110
Preemption of State Regulation ofCMRS

Dear Ms. Keeney:

CTIA
Cellular
Telecommunications
Industry Association
1250 Connecticut
Avenue, N.W.
Su~e 200
Washington, D.C. 20036
202·785-0081 Telephone
202·785·0721 Fax

I am sure that, by now, you are aware of the fact that Mr. Craig McCaw has
announced that he and his family will invest up to $1.1 billion in Nextel Communications.

This announcement constitutes another vote ofconfidence in the vitality of the
competitive wireless telecommunications marketplace. Indeed, it is a vote ofconfidence in
wireless telecommunications in general, and should be kept in mind in your deliberations. on
all wireless telecommunications proceedings.

I attach copies of articles which cover and analyze the announcement. If you have
any questions, please contact the undersigned.

Sincerely,

4~
Robert F. Roche
Director for Research

Attachments
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McCaw's investment gives Nextel a boost
By Kevin Maney
USA TODAY

Craig McCaw, the JIl()5l suc­
cesstul entrepreneur in wire­
less aJIDIIlURicalio, is back in
the busines.

McCaw announced Wednes­
day tbat be'U invest up 10 $1.1
billion in NexteI Communica­
tions, a company building a
closely watched nationwide
wireIes network out or a fIlM..
stve collection or old radio dis­
patch sysaems. McCaw wiU aet
a seat on Nextel's board and
control a newly created "oper­
ations commiuee," whicb will

guide the comptlJlY's strategy.
McCaw does not plan 10 use

Nextel to create a new mass­
market cellular phone c0mpa­
ny. "I've been there, done
tbal," .ys McCaw, who buih
McCaw Cellular into the
world's IaqJest cellular c0mpa­
ny before selling it to ADT
last year for $12 billion.
Mct::aw left after the deal.

McCaw thinks Nextel can 01­
fer the next step in wireless
communication. lIS all-4qplal
network will be able to oIer
PBIin& dispalcb, text~
ing, cellular phone calls and
computer communications in

one packaae, using one device
that looks like a cellular phone
with a small screen.

Nextel, helped by Mct::aw,.
will pitch the service to busi­
nesses that have "mobile work
groups." An example or such a
grOup: a team of consultanlS in­
staIlin& computers lor a~
pany that has severallocalions
in a city. The group could use
the Nextel phones to talk~
0IHNIe or as a group at any
time, plus leave m .... or
make wireless phone calls.

"With all the competition
coming in one pan or the mar­
ketplace (cellular phones),

Nextel is wisely focusing on
sometbinl 0Ibers are not al­
ready doing," Mct::aw .15.

McCaw's investment is a
BOdsend to NexteI. 1be c0mpa­
ny has stJ'uMled since a deal
tor a $1.3 biUion investment
from MCJ fell apart last year. It
has had trouble nisilll money
to IRish buildi.., its network in
nearly every city. lIS SlDek, $41
a yeer., hit a 52-week low of
$9% Feb. 9, making it hard tor
NexteI to use SIDell to buy other
wire1e8s companies and ex­
pand. Nextel seemed to have
overreached.

Mct::aw's move cflan8es that
-- --_.-

perception. "When a visionary
throws his weigJll behind you,
it's a Vole 01 cooldence," says
Charles DiSanza, analyst at Ge­
rard Klauer Mattison. Nextel's
stock rose 3% to close Wednes­
dayal $16%.

McCaw and his family are
immediately buying $315 mil­
lion in Nextel stock. The
McCaws will buy • mUlion
Nextel shares from major
shareholder Motorola. Dey'li
have options that could bri,.
the investment to SI.I billion.
McCaw could then own 2&1> or
Nextel. Motorola's stock rose 1
to close at $54%.

.-----------
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Craig McCaw will invest up to $1.1 billion in Nexte)
By Nick Louth
AEU'ERS~WSAGENCY

NEW YORK - Craig McCaw,
the billionaire entrepreneur in
wireless communications, will in­
vest up to S1.1 billion in Nextel
Communications Inc. to help it
build a vast mobile phone network,
officials said yesterday.

Mr. McCaw and Motorola Inc.,
which owns 20 percent of Nextel
but will be sellinK some of its
slake. want to refocus the com­
pany on Ihe 20 million Americans
who work on the move and need to
communicate with dozens of col­
leaKues.

Nextel plans to end its flirtation
with sellinK wireless communica­
tions to consumers - a move that
led to failed talks with MCI Com­
munications Corp. last year - and
aim clearly at the business mar­
ket.

"We wlll mine for gold in the
new field of wireless communica­
tions for work KrouPS:' Mr. McCaw
said in a statement announcing the
deal.

Mr. McCaw sold his McCaw Cel-

lular Communications Corp., the
nation's largest cellular telephone
firm, to AT&T Corp. in September
in a S12.6 billion stock deal.

The investment in Nextel will
provide the company with the cash
to build its system and could lead
to the McCaw family e.ventually
Haining control, industry analysts
said.

The stock the McCaws will re­
ceive, plus options if ~xerclsed,

would give the family nearly a
quarter of Rutherford, N.J.-based
Nextel.

Investors welcomed the news,
pushing Nextel stock up $3.375 to
close at $16.625 on the Nasdaq.
Motorola rose $1 to $54.325 on the
New York Stock lo:xchange.

" It's a vote of confidence by one
of the visionaries in the wireless
industry," said Charles DiSanza at
Gerard Klauer Mattison.

For Mr. McCaw, the deal fur­
thers his efforts to exploit the po­
tential of wireless communica­
tions even beyond what he has
done with cellular telephones and
pagers.

The deal also allows Motorola to

lowcr ils slake gracefully in Nex·
tel whilc continuing to supply it
with equipmcnt, analysts said.

Nextcl will now try build a nel­
work and market its I'adios to the
20 million Americans on the move
who need to talk to radio-carrying
colleagues at once. A nip of a
switch would also allow a connec­
lion to an ordinary phone system.

These workers -- at hotels, air­
ports, facturics and elsewhere, as
well as execulives on Ihe road ­
now usc old two-way radios that
can conlad only a few colleagues
at the push of a button and cannot
connect to regular phones.

Under the agreement, Mr.
McCaw and his family will invest
an initial $315 million in Nextel ­
buying $14.9 million worth of
stock at $12.2S a share and 8.2 mil­
lion units convertible into three
Nextel common shares apiece for
$300 million.

Craig McCaw will become a
member of the Nextel board and
control a new operations commit­
tee that would formulate and pro­
pose coqlorate slriltef,lY.

Mr. McCaw and Ncxtcl offiCials

said at a news conference Ihat the
billionaire would provide advice,
not give orders.

"It is most definitely not a take­
over, it is the culmination of a part­
nership we first started talking
about a couple of months ago," said
Nextel Chairman Morgan
O'Hrien.

Nextel's mobile radio network is
expected to cost $2.5 billion over
the next two to three years. Hut
company filings show Nextel was
more than $300 million short, ana­
lysts said.

Nextel's original plan to sell its
wireless systems to consumers in­
volved MCI. Hut negotiations over
MCI buying a stake in Nextel
broke off in September when the
long-distance carrier decided to
abandon the $1.3 billion invest­
ment.

Nextel, whose stock traded at
iSS in August, hit $10 in January,
and some investors began to doubt
it could get all the cash needed.

"It does a great deal to reassure
investors of Nextel's place in the
wireless wodd," Michael Elling at
Pmdential Hescarch said of the

deal with Mr. McCaw.
So why is Mr. McCaw kecn Oil

Nextel when MCI was not?
"I'm I()okin~ at the opporllllllly

as an investor," MI'. McCaw said
"Mel needed a consumer ClInntL
lion and had a different agenda"

The McCaw family could end III'
effectively controlling tht colll­
pany, analysts said. The deal ill
eludes oplions to huy as IJIllch us
JO million Nextel shan~s al Jl/'ln:s
up to $1H.50 a share and an <Addl
tional 5 million shares at $2I.S11 CI
share.

Inaddilion. Mr McCaw Will hllY
4 million Nextcl common sh.l1·cs
from Motowla for $49 million alld
has been granted uptions (lJI itll·

other 9 million shares held hy
Schaumburg, III.-based MOlOmla

The McCaw famlty. SIllCC selllllg
its wireless group, is the largcst
single shareholder in AT&1: wilh.J
percent, an investment worth
about $2.5 billion.

"The heauty of this illvcsllllclIl
is that it is not in any way negalive
to AT&T;' Mr. MLCaw lold I'cpon·
ers.
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McCaw to Buy
Nextel Stake

-Of Up to 23.5%
By JOHN J. KELLER

Staff Reporter of TIIF. WALL STRF.F.T JOLRSAL

:'lEW YORK - Wireless pioneer Craig
O. McCaw and his family agreed to buy a
stake of up to 23.5% in struggling wireless
upstart Nextel CommllD1cattoas Inc., pay­
ing up to S1.1 billion in stages over the next
six years.

Nextel has agreed to grant Mr. McCaw
surprisingly broad control over its opera­

tions and future. di­
rection. While he
won't take an exec­
utive post at the
company: he will
name and head an
"operations com­
mittee" to which
Nexters recently
hired chief execu·
tive officer. Way­
land Hicks. will re­
port.

Mr. McCaw sees
Cr . 0 McCaw the Nextel invest-

my . ment as a way of
remaining a player in wireless. It is an
unlikely alliance between a provider of
scratchy radio dispatch services and a
superstar who built a national cellular
giant.

The two may need each other. Mr.
McCaw, the 45-year-old industry visionary
who sold the nation's No.1 cellular com·
pany to ATIrT Corp. for Sl1..5 ~~ion.
becoming AT&T's largest mdiVlduai
holder, was outgunned recently in the rich
bidding frenzy for licenses to offer new
"personal communications services."
Nextel sought to build on its neet-dispateh

business two years ago. buying and linking
dozens of local systems into a network for
challenging cellular goliaths - including
Mr. McCaw's former cellular company.
MCI COIDmUIIIcatloII Corp. later backed
out of an agreement to invest S1.36 billion.
sending Nextel on a search for a new
strategic partner with deep pockets.

News that Mr. Wireless was betting his
hard-won cellular dollars on the troubled
Rutherford. N.J., company buoyed inves­
tors. who sent Nextel shares up by $3.375,

or 26%, to SI6.625 in Nasdaq Stock Market
trading. Nexters bonds took a similar
bounce, rising by eight points to SO. Nextel
stock had traded as high as 541.75 a year
ago, but then fell into the low teens.

The McCaw investment will start
small - the team bas paid SI4,9 million for
about 1.2 million common shares. That will
be followed by a S300 million chunk for
preferred units after the entire deal closes.
now scheduled for mid-June. But it will go

Please Tum to Pai}e A•• Column J
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million additional shares Within six years
i at 121.50 a share.

If the Mccaws exercise their options
and Nextel can close its other planned
acquisitions. the Mccaws will hold 11'0 of
Nextel's stock by mid-summer and about
74 million shares. or about 23.5%. of Nextel
within six years. Motorola's stake. now at
1'0 and slated to rise to 26%. would eventu­
ally drop to 19%.

Nextel faces sizable competitive hur­
dles, even With the guiding hand of a
cellular visionary. AT&tT. the Baby Bells
and a coalition formed by SprlDt Corp. and
three big cable partners are pursuing
Wireless services anressively.

Nonetheless. Mr. Mccaw's endorse­
ment helped irnlte Nextei bonds and re­
lated securities. One Nellel 934% note.
maturtnr in 2004, rose by ei&'ht points. or
sao for a bond with a SI,OOO face value. to
50. "To have someoDe of Cralr Mccaw's
stature bleU th1I tecImoIoIY is a fantutlc
endorsement," said RoIemary 1'homIen.
senior portfolio manqer at PutDam In·
vestmeDtI, Bolton. whkb holds S300 mil­
lion in Nextel bondI.

~!!!!!!!!~

Wireless Pioneer Craig McCaw
To Acquire up to 23.5% of Nextel

1 8cale Bull Objectives
In tapping Mr. MCCaw's considerable

wealth and expertise. Nextel has tacitly
acknowledged that it may have been aim­
ing too high in its original strategic plan.
Now, instead of turning its patchwork quilt
of crackly dispatch-radio systems into a
national cellular-phone and data network
serving businesses and consumers. Nextel
will try to fill a niche. selling enhanced
dispatch and data-messaging services to
what it terms "mobile work-groups."
Phone calling will be available to some
users as an option.

At a hastily arranged news conference
at New York's Waldorf Astoria. Morgan E.
O'Brien. Nexte!'s chairman. gazed almost
reverently at Mr. MCCaw. calling his bet
"the most significant endorsement attain­
able in the wireless industry."

Mr. MCCaw. affecting an "aw-shucu"
delivery. described himself as "really just
a simple-minded guy who likes to focus
on one or two things at a time." He vowed
to "help focus the company."
Options to Buy More Sbares

Under the agreement. which must be
approved by Nextel shareholders. the
MCCaw family will buy 8.16 million Nextel
preferred units. each convertible into three
common shares. for $300 million. In addi­
tion. Motorola granted the MCCaws options
to acquire nine million shares it will hold
over the next six years at exercise prices
and dates identical to those Mr. MCCaw
received from Nextel, as well as a right of
first refusal on its existing stock position in
Nexte!.

Mr. MCCaw also wlll receive options to
bUy up to 15 million common shares within
two years of closing at 51j ~ a share; up to
15 million more shares Wl thin four years of
c10sinr at S18_50 a share . .lnd up to five

Continued From Page A3
a significant way toward closing an $BOO
million shortfall that Nextel faces in its
much-vaunted plans to build a nationwide.
digital. wireless network.

The new deal also could help Nextel
close a few pending major acquisitions
that are crucial to its strategy. The initial
infusion by the McCaws of S300 million
should greatly expand Nextel's capital
base. allowing it to finalize deals to buy
the dispatch properties owned by Motorola
and OneComm Corp. by the middle of
June, said Nextel Chairman Morgan E.
O·Brien. Another transaction. with DIll
Page Inc. is still awaiting a green lilbt
from the Federal Communications Com­
mission. The acquisitions had been
snagged by bondholder terms that the
company was seeking to revise.

However, Nextel will see a reduction in
the role played by its major benefa(tor
until now - ...... Inc. ,Motorola had
extended hundredl of millions of doUan in
vendor financing to Nextel and wu set to
become its biuest sbarebokler. in ex­
change for selling aU of Motorola's dII·
patch systems to the company. Motorola
had steadfastly expressed its support of
Nextel as the company's fortunes soured.

But yesterday Motorola said it hu
agreed to sell four million Nextel shares to
Mr. Mccaw for 549 milllon. whicb it
called "the fU'St step" in a plan to reduce
its ownership in the wireless firm. Its
planned Nextel stake of 26% ~ be
reduced to 19% if Mr. Mccaw exerclSeS all' .
of his purchase options. "It has never been
the long·term strategy of Motorola to
be in the services business." said Chrts~

pher B. Galvin. Motorola's president.
In addition. Motorola will no longer be

the exclusive equipment supplier to Nex­
tel.
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MEEt' CRAIG McCAW

S::IJIlCES News reoons. Bloomtlerl BUSiness ".,.s

•• 45.

.EtlKIII••: Graduate of Stanford
University.

.c...hl.UZU : At 16, he and
his three brothers bought a tiny
cable system in Centralia. Wash.,
from their father. Developed the
nation's largest cellular system as
the chairman of McCaw Cellular
Communications. which AT&T
bought in 1994 for $11.5 billion,
lust over $2 billion of which went
to McCaw and hiS brothers.
Yesterday, announced a $1.1
billion Investment in Nextel
Communications.

......... Camping. flying his
Falcon let, sailing his two yachts.

.,........... "Patton"

.'MIIIr. Wife, Wendy; no
children

Ilk "ItA. l.usnc_l"JIf( llW~"G,!,,..... ~

-7 _ 1IIte NateI. et.IC Mce.w I. 11._ to trIMfonn Ute lMI'ket for tw• .., racIo dispatch ..rvi~••

Nexte1 bepn its push toward a
nationwide network of dispatch li­
censes in the late 19805. when
company founders traveled the
country buyinc locaJ two-way radio
companies. It wu a strategy they
modeled IaqeIy after one pursued
by McCB. wtIo snapped up under­
valued cellular licenses in the
1980s to aeate McCaw Cellular
CommunicaCians Corp., the coun­
try's 1araest cellular company.

Nextel's ambitions were blWlted
when Mel CommunicatIOns Corp.
last year backed out of its plans to
buy 17 percent of the company.

With yesterday's announcement
by McCaw. analysts widely agreed.
Nextel hal received a IQnd of vindi­
cation from the industry's founding
father.

"You'le lOt one of the true vi­
sionaries of the wireless commWli­
cations industry putting his stamp
of approval on Nextel's technology
and maaaaement," said Mark R.
Warner. a Natel fOWlder who cur-

s.. MeCAW.CUI,CoL4

fHt RSO\t '\P1UL O. I. 'J'-JJ ... I

By Mike Mills
...........SIIIwr.

H
e's often been compared
to other youthful t~
pioneers such as Microeoft
Corp. Chairman BiD Gates

and Apple Computer Inc. founder
St~Jobs.

But yesterday Craig McCaw be­
came tbe Michael Jordan of the
communications industry.

He laraell' retreated from pubJic
view last year after AT&:T bouIbt
the ceUular telephone empire be
founded. a deal that netted more
than $2 billion for him and family
members. Now McCaw is back in
the pole. He announced yesterday
that be and his family would invest
$1.1 billion in NexteJ Communica­
tions Corp.

By buyins into Nextel, McCaw is
hoping to transform the sleepy
market for two-way radio dispatch
services in much the same way that
he pioneered the growth of todays
celJular teJepbone industry.

1'm an idea guy," McCaw said in
an interview yesterday. 1'm the
master of the obvious. So whenev­
er I have an idea that I think is the
obvDIs. I pursue iL"

MC:C.1w Siid he wants to brine
dispatch communications beyond
"plumbers aod contractors." He en­
visions a wukl of teJeconmutinl
wortr.en keepag in touch over pri­
vate diIital two-way radio networks,
wtic.b will oII'er not only waIkie-taIt.
ie-type communications but also
wireless telephone service, ad­
vanced PIIinI and data transfen.

11 cellular is Chevrolets amlb­
du, this is a Jeep. It's a more Oai­
bAe product." McCaw said. "You can
have. for instance. five or six people
'MlI'1cinI in stream-of-eonsciousness
mode•... They would pick up the
rec:llMr am reach the whole group
or jist one pe1'!OlL They could nev­
er 3CXXII'IJI)IiIh that with a~
bIIed teIephoee."

Mc:Caw's announcement imme­
diately revived Nextel's flaum,
stock and bonds, and the Ruther­
ford, NJ.-ba5ed company's future.
The COI'IIIIIUDicat industry and
Wd Street had been awash with
doubts about Nextel's prospects.

H~, "~'ril.\'.IH' rl"f

Craig McCaw's Daring High-Wireless Act
.Investing in Nextel,
Cellular Gum Bets
On New Technology



McCaw to Invest $1.1 Billion
In Nextel Communications

MeCAW, ProIa CIS

rentJy is manaainI director of Alexan­
dria-based Columbia Capital Corp.,· a
venture capital firm.

McCaw's investment does not en­
sure Nextel's success. however. "He
does not bring the marketing muscle
that aD Mel would have brought," said
Micbael J. BaIboff of the Baltimore­
baaed teiecamaNaications investment
firm Leu Mason Wood Walker Inc.

Over the put year, the seJf4acing
McCaw has dabbled in varicIus commu­
nications investments and taken les­
sons to earn federIJ certification to fly
amore powerful class of jets.

He and Microsoft's Gates last
March became the principal owners of
Teledesic CoI1»., which plans to IaWlCh
840low~ sateDites that
wiD provide wireless COI1UnwUcations
services worldwide.

McCaw abo surprised observers by

bldding beavily in January aDd Febru­
ary, then badcinI out· from the Federal
Communications Commission's auc­
tions for wireJess teIeIlbone IiceDIeI in
51 markets nationwide.

McCaw said he was aIDlIideriDI iJ.
vesting in Nexte1 at the time he was
bidcIinI. His bids were modvIted in
part, he said, by adesire to maIre sure
that future c:ompetiton pUd bicb pric­
es in markets such as New York and
Los An,eles.

" wanted to continue to ·Iid it up
until at least a fair value was
achieved," he said. "It's a WOIIderfui
thing that I could help the aovem-ot
make more IDCD'J."

McCaw modeItly debunD biI myth­
ic status as a shrewd deMnIIrier who
stays a beat in front fX the iDcIlIICry
pack. "I'm not even sure what rw
done," he said of his Nexte.I buy. "Is it
the right move?"
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Rich From AT&TSale, McCaw May Put $1.1 Billion Into Nextel
By EDMUND L. ANDREWS

Craig O. McCaw,the billionaire who has
been looking for a new project ever since
he sold his company to AT&T, has finally
found one: Nextel Communkatlons, a one­
lime high flier in wireless communications
Ihal has been flirting with death in recent
monlhs.

Mr. McCaw announced yeslerday Ihal
he and hIS family would invest $300 million
Immediately and as much as $1.1 billion in
Nexlel over the next six years. If he exer­
cises all his options under his agreemenl
with Nextel, he would own about 23 percent
of the company and become its largest
shareholder. 4

Will this struggling
wireless company be
saved··at the brink?

Nexlel, (or its part, said yesterday Ihut
it would drastically seale back its goal o(
building the equivalent of a nationwide
cellular-Ielephone nelwork. Instead, it will
focus much more narrowly on building
private dispatch nelworks for business
customers who want to link mobile work­
ers.

Investors were delighl by Mr.. \otcCaw's

move and sent Nt'xlcl's shares soaring
more Ihan 25 percenl.

Saying he had "been Ihere and done
Ihat," Mr. McCaw made it dear yeslerday
Ihal he had no Interest In re-entering the
cellular-phone business in whu:h he made
hIS (orlune. Rather, he said, he wanted 10
oUer a new range o( specialized voice and
dala services thaI could link conslructlon
crews, airline mechanics or truck fleets.

Mr. Mt:Caw's (orthcoming investmenl an
Nextel caught most people in Ihe industry
by surprise, though il was hardly the first
time he has done so. Armed wilh more
than $1 billion In AT&T slock, he emerged
as a big bidder in the Federal Govern­
ment's auction of radio Iwenses for per­
sonal communication ser~ ices, bewilder-

'v

mg hiS rivals about his goals. Then, Just as
abruptly, he Imlled oUI of Ihe am:uon with­
out a hmt of explanation.

SliII, yesterday's news was the best 10

months (or Nextel, which has been slrug­
gling ever since MCI Communications
called orr 1)lalls las. year to mvest $1.:1
bilhon 10 it and (orm a nationwIde wireless
venlure under the MCI brand name.

Nexlel lost $150 milhon III 1994 on $H4
million in revenue, Virtually all o( which
came from old-fashioned fleet dispalch
services .hal are now bemg altered With
digital lechnology. Nextel's stock, which
reat~hed a peak of $54.25 lasI fall, collapsed
aller .he MCI deal was abandoned and

('lInl rnue '" Page D6
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Craig O. McCaw and his family plan to invest up to
$1.1 billion in Nextel Communications, a struggling
wireless company. Mr. McCaw was flanked by

Morgan O'Brien, right. chairman of Nextel. and
Christopher Galvin, chief executive of Motorola. at
yesterday's announcement in New York.

McCaw May Put Up to $1.1 Billion in Nextel
pete with cellular telephones. lnd
that concern has clouded \extel
ever smce the collapse of the deal.

But Industry experts say the new
strategy - to focus on a narrower
market WIth few partiCIpants Jnd
different needs - may fit the tech·
nology qUite well. And Motorola ex·
ecutives made clear yesterday that
they were determined to fIne-tune
their technology. Motorola also said
It would try to make its system
"open," meaning that other -:-qUiP­
ment manufacturers would be wel­
come to license the technology and
build their own systems. .

As envisioned, Nextel would use
Motorola's digital technology to·
modernize the kind of push-bullon- .
microphone radios used in dispatch..
The new service would let people use
their radios like telephones for prt· I

vale person-ta-person conversations..
as well as for communications of the '
sort where a construction boss wants
to reach every worker on a site. The
new system would also deliver short
messages, paging and longer data
communications.

Before that happens, however.
Nextel will have to make good on Its
business plan. and Motorola will:
have to get the bugs out of its tech- ;
nology. People who have analyzed'
the current system say it offers poor
voice quality and is particularly un­
reliable when a person is making a
call that must pass through the con­
ventional telephone network.

Corwnued From First Business Page

was trading at $13.25 Tuesday.
Yesterday, Nextel's shares

Jumped $3.3i5 to $16.625 and was the
most lctive Nasdaq stock. Investors
',\,ere encouraged both by the expec­
tation of new capital and the pros­
pect of association With Mr. McCaw,
who defied conventional Wisdom in
the SO's by borrowing billions to con­
struct what became the nation's big­
gest cellular-phone company.

:'v1r. !VIcCaw made it clear that he
had no intention of rebuilding
McCaw Cellular Communications.
wh ich was sold to AT.T last year for
$11.5 billion. "My excitement is not
to go do what I did before, but to go
and find something that makes a
new contribution in the communica­
tions marketplace," he said.

His announcement yesterday left
httle doubt that Mr. McCaw would be
calling the shots at Nextel, danlltng
his money as a carrot to get what he
wants. Under an alreement that has
already been endorsed by Nextel's
board, Mr. McCaw would immedi­
ately invest $300 million to buy 15
million shares at $12.25 each. He
would also receive options to buy 35
million more shares over the next
six years at prices ranlinl from
$15.50 to $21.50.

In addition, the Motorola Corpora­
tion would live Mr. McCaw options
to buy as many as five million shares

of Nextel stock that It wiil soon ac­
qUIre when It hands over a raft of
radiO licenses to Nextel for stock.

If :'v1r. :'v1cCaw exercIses all his
opllons. he would own about 23 per­
cent of Nextel. becommg its biggest
shareholder. !VImorola would own
about 19 percent. Nextel executives
said yesterday.

The cerebral and soft-spoken Mr.
McCaw appeared confident he had
more than enough leverage to pra­
tect his Investment. "My job," he
said yesterday. "\S to do as little as
poSSible."

Nextel, based in Rutherford, N.J.,
has amassed radio licenses around
the country that have been tradition­
ally used to hnk truck and taxi fleets.
USlOg digital technology developed
by Motorola, Nextel has been tryinl
to build a nationwide Wireless net­
work that would offer a range of
mobile telephone, data and paling
services.

But the decline in Nextel's stock
pnce threatened to Jeopardize its
ability to complete several acquisi­
lions that would have given it enoUih
hcenses to cover the entire country.

The biggest setback came when
Mel, {he nation's second-largest
long distance carner, announced it
would abandon Its plan to invest in
Nextel. :'v1uch of MCl's reluctance.
mdustry experts say, stemmed from
a convlctlon that the Motorola tech­
nology dId not provide adequate
vOice quality or reliability to com----------
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Wireless-Gear
Deals With
BellSouth

By Bloomberg BUSiness News

TORONTO, April 5 - Northern
Telecom Ltd. and LM Ericsson have
won contracts worth more than $170
million to supply equipment for new
wireless-phone systems.

Northern Telecom, part of BeE
Inc. of Montreal, received a $100
million, three-year order, announced
today, from a unit of the BellSouth
Corporation for equipment to set up
networks 10 the Carolinas and east­
ern Tennessee.

Encsson's Canadian unit will sup­
ply more than $70 million worth of I

equipment to Microcell 1-2-1 Inc. for
a field trial across Canada. Micro­
cell is a joint venture of communica­
tions companies including Sprmt
Canada, a unit of the Sprint Corpora­
tion in Westwood, Kan.

The BellSouth order IS one of
many that Northern Telecom, the
Toronto-based telecommunications
equIpment maker, is expected to win
as a result of a recent auction of
wireless licenses in the United
States. The Federal Communica­
tions Commission sold licenses last
month to 21 communications groups
to offer new wireless products
known as personal communications
services.

Wireless now represents about 10
percent of the annual revenue of
Northern Telecom, which reached
$8.87 billion in 1994. The company
officially opened a new wireless
manufacturing operation today in
Raleigh, N.C.

The orders for Northern Telecom
and Ericsson are a sign that the
technology known as Global System
for Mobile Communications, known
as GSM, may be taking a lead in
North America among cellular pro­
viders.

GSM is based on time-division
multiple-access technology, which
has less calling capacity than the
competing technology, called code­
division multiple access. Code-divi­
sion technology, however, is not yet
commercially avaIlable, while time­
division technology has been around
for two years.

Eric Ensor, preSIdent of BellSouth·
Personal Communications, said
GSM had been chosen m part be­
cause it was a proved technology
and would allow BellSouth to offer
subscribers more features sooner.

Some features the [~hnololY will
support include sendU\l data and
short messaging, Mr Ensor said.
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HEADLINE: Craig McCaw, Motorola and Nextel Will Cooperate To Create Wireless
Services For Work Groups

DATELINE: RUTHERFORD, N.J.

BODY:
April 5, 1995--Craig McCaw, a pioneer in wireless communications, and other

~cCaw family members have agreed to invest up to $ 1.1 billion in stock of
Nextel Communications, Inc. and will provide strategic direction of the company
to focus on enhanced two-way radio dispatch services for business users who need
integrated wireless communications.

McCaw said he is not interested in attempting to copy cellular, PCS or
paging. "I have been there, done that and it is not my intent to do what I've
already done," McCaw said. "We will mine for gold in the new field of wireless
communications for work groups," he continued, "and by emphasizing dispatch,
messaging, and data in combination with telephone interconnect, Nextel can
enhance the quality of life for mobile work teams, an important and growing
sector of the U.S. workforce. By effectively using Motorola's technology for
fleets and crews of mobile workers, I believe that Nextel has the potential to
be a unique and important contributor to the wireless .industry."

In citing his continuing belief in the development of multiple wireless
services packaged in one device, McCaw said, "We know there is a strong base of
potential customers for integrated business communications services in the
nearly 20 million current two-way radio users in the U.S. alone."

While current Nextel shareholders must approve the transaction, Nextel's
Board of Directors already has unanimously approved the agreement.

Completion of the agreement also is subject to various regulatory and
third-party approvals.

Under terms of the agreement, McCaw and other members of his family may
invest up to $ 1.1 billion in Nextel stock over the next six years through share
purchases from both Nextel and Motorola. McCaw will become a member of the
Nextel Board of Directors with control over a newly created operations
committee.

Nextel is a provider of integrated wireless business communications
services, including enhanced dispatch, alphanumeric short message paging, mobile
telephone and data services throughout much of the U.S. Motorola serves as
Nextel's technology provider and supplier of infrastructure and subscriber
equipment.
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Morgan O'Brien, chairman of Nextel Communications, Inc., said, "What we are
learning is that as we move to new ways of working as groups we need to find ~ew

tools to allow them to communicate. Mixing one part Craig McCaw vision with one
part Motorola technology gives us at Nextel a recipe for even more potent
integrated wireless business solutions."

Christopher Galvin, president and chief operating officer of Motorola,
indicated that Motorola looks forward to its role as the technology provider and
equipment manufacturer. "We invented the dispatch business and now we're
reinventing it. This transaction also is the first step in reducing our
ownership in Nextel," Galvin said.

In a separate announcement, Motorola outlined several steps it is taking to
drive the success of this new integrated wireless business communications
industry. The company said it would rename its MIRS technology iDEN, or
Integrated Dispatch Enhanced Network, and license essential intellectual
property rights to qualified manufacturers. In addition, Motorola has committed
to make several technology improvements that will enhance reliability and audio
quality under terms of a revised supply agreement. Motorola feels these steps
will enhance the global opportunties for this exciting technology.

The agreement with the .McCaw family includes the immediate purchase of $
14.9 million of Nextel stock at a per share price of $ 12.25. In addition, upon
closing, McCaw will purchase for $ 3·00 million, 8.16 million preferred units of
Nextel shares, each convertible into three common shares. McCaw also will be
granted options to purchase: up to 15 million common shares within two years of
the closing at an exercise price of $ 15.50 per share, up to 15 million common
shares within four years of the closing at $ 18.50 per share, and up to 5
million common shares within six years of the closing at $ 21.50 per share. The
second and third options will be exercisable only to the extent that the first
and second options, respectively, are exercised.

McCaw also will purchase 4 million Nextel common shares from Motorola for $
49 million. Motorola has granted McCaw options on 9 million shares over the
next six years at exercise prices and dates identical to the Nextel options, as
well as a right of first refusal on its existing stock position in Nextel.

Under the agreement, a newly formed operations committee will be responsible
for formulating and proposing key tenets of Nextel's corporate strategy.
McCaw is entitled to appoint a majority of the operations committee's members
and a total of three board members for so long as he continues to meet certain
ownership thresholds and makes certain additional investments in the company.

Nextel reported in a recent 10-K filing that it expected to seek additional
financing over the next several years. The investment by McCaw, as well as the
potential option exercises, are expected to reduce significantly the amount of
money to be raised.

CONTACT: Nextel
Paul Blalock, 201/531-5200
Susan Suss, 212/878-4638
or
Motorola
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George Grimsrud, 708/576-2346
Anna-Lise Farmer, 708/538-3113
or
McCaw Family
Roger Nyhus, 206/915-3878 or 206/720-1739
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